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SUBJECT ’
DIZTERINATICH OF 753 TLIGIETLITY OF SHIPS FOR
CONSTRYUCTION-DIFF= TITIAL SUSSIDY -~ ‘*"T’-! C2 WITHCUT
ALLCUIANCES FCR LATICIAL DEESUSE FRATURES

Office of Ship Censtruction
Office of Governoent Ald -
Divizien of Coniractis
Divisior of Trade Rouites o
Office of Ship Ccerations
Office of th=s Corotroller

0
Office of the Cenesral Ccunsel
Sectinn 2. Turrose:

2.01 The purpcse of thnis order is to prescribe the rezponsi-il
and procecure for deternining the eligibility of ships for construct
differeati=zl suhsicdy, including those with or without natloﬂal uvf;“
features,propcsed to be construcied, reconstruct ed or recenditionzc
Title V cf tha Merchsnt Mavirs Act, 19 36, as amznded, hereinafter -
to as the Act. Frocecdural sisps involved in tka preparation and e:
of construction-differential sutsicy ccentracts and their adidnistraiion a
excludsd frem this order.

Secticn 3. Polin~vs

3.01 Purcuant to Title V of the Act, it shall be the policy of ivs
Federal lizariiimz Board wo grant construction-differential aic, and nation
defenses 21lo2nzes, consistent with the law and available appropr:i.:i
aLthorl*f, as it doena necessary to carry cut elfeciively thz purp:s:
Folicy of the Act.

3.02 tiith rnSpect to new corstruction and reccnstruction pur-u
Title V of ihe Act, it shall ba the policy.of the Feceral Maritims Eia
and the iaritir2 Administrator to:

1 Cocperate cleosely with the Departeint of Dlefenzz as teo atieon:zl
defense roads and the pescible spredy adaplation of the nmevenan
fileet to naiicnal defense reguirements.

2 Subrit plans and s
are previously agr
examiration and sv
ships shall be sui
into naval cr mili
tse by th: Governme

tions for ')*opgsed shirs {unlnzs ther
;¥=s) to the Depariment of the MNavyr fer
ions for chanes ir corder that sc
for econcmical 2nd specdy cenvor
arr auxiliarie . or otherwise suital
nt in time of war or national cmer;:ncy.

3 Pay th: cost of rational dofense foas

catures ifiad by i
=t 3 : - ) C (4 cert NEERS
Secretary of the Navy (2) in full 25 to

Y bl
pe ) -
those fvatures vwhich
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have ro commercial value of (b) to the extent that the total cost
of national ca=fense fectures exceads the cost eof that part of said
features vhicn a2re determincd to have coimercial value to the
applicant,

Dﬂtar"u.rat ion Undoy Title Ve

#),01 Aporoval in Prircinie of Gommirsizl Crheracteristic

#4402

1l

1

Upon receint from the Sicretary of an application for construction-
differential zubsidy under Titie V, with a prelimina-y design sacy
of the proposed shivp 2nd other suprsrting data, the Chief, Ofrfica

of Govsrrmant Aid, shall forvard copies for preliminary review and
corment to tha Office of the General Cc'.m':el (1 original and 1 ccpy);
Officz of tqﬂ o ‘7:31191" (1 copr); Office of Ship Consiruction (3
copies); and the Office of Ship Op::':uzonc (1 copy); and such other
Offices, if any, 25 may be determired ©ty the Oificz of Governmznt
Aid to be interesiad in a pc.rt;..:zlar applicsation.

The 0ffices of Shis Construction, Ship Ooaraticnp, and Goverritent £id
shall evaluzie matisrs under their respactiva cognizance as defined
in Section L4.02 of this ordsr, cn a preliminary btasis, subject %o a
complete review of all zeriinent datz ab a later dote., For thais
purpose, these ofifices shouid ;ene-‘all" assume that the applicant's
stater ..-nts czn be rerified exsept when guesticnable matters of sub-
stance varrant more detziled meestzgatau'x gricr to maxing the
recomacndation under 3 beloir,

The Office of Ship Constiuchincn and thoe 0Lfice of Ship Jperziti
shall submit to ’c:e Chief, Office cof Govarr-rent. Aid, their recom-

mendation az to spprovel in pr:.n\,ll..le of the commercial ship

characteristics and the propessd saip's suitebility for the ine.
tended service.

'OJ

The Office of Guvermnment £Lid, taking into consideriition ‘Lhe corments
of the varicus offizes, sh._J.l prepere and route vie the other cifice
as zppropriate, in accordance with Adminiztratorfs Ord:w Ne., 161
(!*.nended), a reccerriendation to the Federal Maritime Doard for 2p-
proval in zrincivie cf the ccumercizl ship charactcristics and the
pronosed shi ip?

=

s ".1-93.0".1“..'6:.-' for the 1nt=~“*d s2rvicz., Such zprroval
shall be on a cc “tinge'z tasic, sudbject Lo finalization by soparate
.Board action afu>r original representaticns are .sabstantiated and
properly documented,.:

D

(&)

terminaticn of Crmmercinl Chiracveri-hics:

After the Scard has given its sprroval in principle, as providsed in
sutscection L,01lL ~dovz, *he C"l..ex., QI lice of Government Add, shall
-securce fren the applicant a pralindnzry design cf the preposed ship
and such otheor d2tailed supnoriing dati as may b2 reguired by the
staff to complets the revisy and procos: lnj; of the =rplication;

and shall ferissrd cories to interested oifices as indicated in sub-
section 4,011 ci thais order, c.cept tint ecight copics of the pre-
liminary d2sign shall be forwarded to the Office c¢f Ship Constiruc-
tion, st
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Tn2 Office of the Ceneral Coursel shzll review the application and
advise the Chief, Office of Government Aid, as to citizenship re-
nirements aad other legal quesitions raised by the application.

The Officz of the Compircllier shall review the application and prepare
recormzndaticns to the Chief, O{fiz2 of Covernment Aid, as to the .
epplicant's qualifications to dijcharge succes:fully his financial
obligations uncer the applicaticn.

The Office of Ship Construction shzll review tue pryllminary design
subritted by tre apull 2at of the chip commercially requircd (1.e.,
excluding natloncl defense features) to determine that the propossa

‘construction is sa 1s¢actor1 from an engineering standpoint for its

intended cormercizl use. This office may direccily consult thz appli-
cant for clarificaticn of technical cdetzils. The results of this

reviewd with approrriatz recormendaiions shall be subritted to the

Chief, Ofiice of Goverrnment Aid, and shall inciude such aspzcts as

‘design, constructicn cost, Maritimes Administrat 1on construction
standards and basic characteristics.

The Office of Ship Overations skall review and prepere recormendztions

to the Chief, Cffice of Government hld, a5 to {1) the operational
suitability of the ship for the service 1nuend=d- (2) the cperating
suitability of the spaces and equipmeni; (3) the pro forma vessel and
voyage costs; and (L) any questiczs which arise in the prOuPSSIRF of
the application requiring cperational evaluaticn or conm-nd.

The Chief, Office of Cevernrent Aid, shall review the application as
to a2ll other as; S nov Spec1fl ally assigned to anmnther office,
including (1) w er the prepesed ship will meet the requirements

of the for -1gn commarce of tac Urited Slates; will 2id in the pr**o—
ticn of such commsrce, #and will m=zct the commercial ;equ rements cf
the intended service;# (2) wrevhey the prOpand ship is tlSlav;er
from the standooint of gpeed; <zreo capacity, passenger capaultv and
estimated ravenuss for the service intended; end. (3) in the event
the applicant is a subsidized cperator, whether or not the ship to
be constructed is in accordance with the requirements of its operating-
differential subsidy ccntract.

(s
s t

The Chief, Office of Geovernment 2id, sha]l subrit for furthesr review
as apprcrriate, any reccemviended chang2 of cne offisze which might
affect the previcus recomacnizticn of another offize. IT there are
any major cdiffercnces of opln:cn, the Chief, Office of Government
Aid,; snall eondeaver to reconcile sam2 at sixfif lavel, snd if agrce-
rent carnnot Yte rsached, he shall refer the matter to the iaritire

Administrator for deci:zion.

When agreemant has besn reached znong aprropriate Larltl 2 Adminls-
tration offises and differeuces cf opinicn settled as provided in sub-
secticn 4.027 above, tne Chief, Office of Government Alu, chall
consoliriate the Iindincs, subnit them to the dpplluan and conduct
negotiations regarding changes, if any, rogrired in t“ﬂ rreposed
cormercial ship (i.e., still excluding national defense features).
When agreernient with the applicunt has becen reached, the Chief,
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Office of Gsvernment Aid, shall prepare, in aceordance with Admin-
istrator's Order Mo, 161 (amended), routing via other offices as
approprizte, a report and recormmendation to the Board fcr approval
of (1) the basic cormercial characteristics of the ship, specifying,
in addition to such other data as may be appropriate, the cormerciai
suitability and the technical switability of the ship; and (2) such
other related matters and such ccuiract provisicas with respect to
the applied for subsidy as can be disposed of at that time.

4.03 Determination of Mation2l Dafense Fzatures:

1

After Board approval of the preliminary design as provided in sub-
section 4.028 above:

(1) The Office of Ship Construction shall submit the preliminary
design and findings as to ccmmercial characteristics of the
proposed ship to the Bureau of Ships, Department of the Navy,
for exanination as required under Section 501(b) of the Act;
and )

(2) The Office of Government Aid shall secure from the applicant

B contract plans and spacifications developned from the zpproved
preliminary design, without reference to any features which
‘may thercafter be suggested by the Department of the Mavy.

The 0ffice of Ship Construction skall review such’ changes, if any,
suggested by the Department of the Navy and evaluate their design
effect and ths estingted cost of such chaages. That Office shall,

" then submit the Dzpartment of the Mavy's letter to tha Office of

e ———

Government Aid, who shall review the chanzes and, in cohsultiation
with other interested offices, determine to what extent thej appear
to have commercial value. :

The Chief, Office of Government Ail, shall refer to the apolicant
any changes suggested by the Departrment of the MNavy; negotiate for
agreement, ztbject to Zozrd approval, with respect to such changes;
negotiate for agreemsnt, subject to Bvard approval, as to any
cecimercial vzlue of the changes sugcested by the avy and shall
thereafter priparc a rezommendation in accordance with Adninistra-
torts Orcer Mo. 161 (Amended) to th2 Federal Maritime 3Beoard specify-
ing (i) thoss chanres reg

commercial valuez ani as to which the Zoar:t sho.ld zay the enlire
cost or as to wnich the Board should pay the cist less the value

of the commercial use to the applicznt: and (iii) those changes
requested by the lizvy winich have no commercial value and as to which
the Board shculd pay the entire cost. As to (ii) =bove, the portion
of tha cost not to be paid by the Boari an full shall be subject to
subsidy.

Afler Board arcroval of the recormendation provided for in 3 above,
tha Chief, Cfice of Governmant Aid, shall request the aoplicant to
modify the contract plans and specifications to include 2ll changes.
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referrcd to in 3(i) zbove, end subtmit o the Offize of Ship
Construction supniemantary contract pians and apec1f1~at10ns
which :%211 ineclud2 the nalioncl defense fe atures; tazt is,
the chanzas reqieszad by the Livy referred to in 3(3i) and
(iii) =bove, for the purpose of cbtaining tso separate bids
covering the cemplstad vessel :dth, and without, defonse
featurzs paid fer by the Goverument. The 1atter Of{ice shall
reviey ihe supglescntary contract plans and specifications
and pronare for the Hariiime Adminisirater a reguest for the
writtea cervificstion of the Secretery of the Navy as required
by seciion 501(b) of the Act

h.0L Determinztion of Cost Anportiorsent:

1 After Bocard approval required by subsects

“tieon “ub:lag

3 2s'béeﬂ‘glv?:)
and recelipt of written certification from the Secr i

and final bidding rlzns and spzeifications have bc

the Office of Shiv Constructicn, the latier OfTi =-uh;11 pre““
and icsve an invitzation tc bid on the counsiriction

or, if the arplication is undar Ssstion 5% of thz Act, the
applicant sheil do s6 under ,;Jerv131on of said Oifise, regqui-.
ing bics to cover ssparately (1) the commercial ship (ﬁn*ludi:g
the cﬂunges recaest d by the ;"y which have full commzrcial
value), and (2) the final shig \~ubLUle all natlonaL-defensa
feahL )o

The Office of Ship Constructitn shall dstermine the lowest
rezzonsible bidder whose bid is Ta2ir, reaschable arnd respon-
sive a:i recommand to the EBoardy in accordance with Administrxztortls

Order o, 161 (im=znded), (1} ezproval of iis estinate of the
ba51c -oreﬂ~n coszv of the commsrcial vessel, that is, the forziga
cost of constrvction of ths wessel in guestion after the mati: sl

defense fe‘tu*~~ (to the extent tha codt thareof is to be az:zu-24
fully by th2 United States) hive been deducted; (2) appreval
based on thz2 lowest responsible bid. of the amount to be paid
by the Foaxr fsr the naticnal defen-e feztures; (3) the consviuc-
i Pt‘AL to te dp;lied 1o escaiatien (if recom-
adjusted price bYasis). changes and exiras

to the extent-,' if any, not in<luded in
and interior deceratc

~ace dts ﬂ;, ELCEE»-?" eaca

mended bid i
OLtflttl ey

14y roval as to any
cNls ther : un:;rr1 ﬂ"c1c1es not covared
above, Luat sl. @ 1nCcorl t2d 1in the :hlp construction ccn-

a

tract and (5) Y ceontance Ly ©ne applicant of the

* comrendations under this schaecticn
sard or the construction contract by

policatiosn under Section 50L of

v
=]
Y]
e

2 of Gevi-rr-at Axd, stall cubmit (as promptl; s
1 the recor

:crwacndation required under
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Sectina S.

subsection li.CL2 above), in accordznce with Administrator's Order
No. 161 (nr‘end_c“; , a recommondation to the Bsard srith respzet

to thcse provisions to bz i-rarpcr- ted in the constructicn-
differential subsidy coniract which are not the responsibility of
the Office of Siip Censtruction.

De tﬁw-u;'atwm of Mational Lafunse Features Vhan Constrection-

TR:TzronwalaL Senras? g :.‘: 5 InvCLlvIas

5.01

Ussornl-Ic

Senzral "’rocelur

1 In the e{rent. of receipt of an application involving national

defense features out not construction-differentiai subsidy, 1 the

same geneoral preozedures, oatlined nerzinbefore =zs to Titie V
applicaticns s shell be folleowed in acccrdance with each Offizets
responsibilities under Sscticn b of t-is order insofar as apslicel:,

: CIarcnce 3. lorse . .o

. Chairman, Federsl Haritine Board /
1-1ar1.tu.me Adminzstrator




